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Professor X. Zolotas, the Governor of the Bank of 
Greece, in his Annual Report reviewed economic devel- 
opments in Greece and set forth, in general terms, the 
objectives, principles, and criteria of economic policies. 
He stated that 1954 had been a year of progress. Internal 
and external economic stability was not threatened by 
immediate dangers; at the same time efforts to develop 
the economy continued and economic activity increased 
further. As a consequence of higher industrial output 
that seems to have resulted from increased productivity, 
gross national product is tentatively estimated as some 
3 to 4 per cent higher than in 1953. Total available re- 
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price-support program, and public outlays primarily for 
development purposes. These forces were counteracted 
by U.S. aid counterpart fund accruals, which continued 
to be an important deflationary force, and to a lesser 
extent by deposits—mainly of public institutions—with 
the Bank of Greece. 

According to the Governor, a significant development 
in 1954 was that commercial banks’ dependence on Bank 
of Greece funds decreased as a result of the growth of 
private deposits. This permitted, in turn, a more system- 
atic control by the monetary authorities of deposits of 
public institutions which, though formally demand de- 


n last sources in 1954 appear to have exceeded those in 1953 __ posits, are in fact of permanent character. The policy is 
have by approximately 4.5 per cent, owing to higher national to bring gradually (as the growth of commercial banks’ 
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product and imports. Consumption, investments in fixed 


private deposits permits) these deposits under the direct 


d for capital or inventories, and exports, all exceeded 1953. control of the Bank of Greece and utilize them for pur- 
ojects Exports showed the largest percentage increase (30 per poses of general interest which commercial banks would 
ity to cent) and consumption the smallest, but in absolute be reluctant to undertake. 







nated figures the latter absorbed the larger part of total avail- Beginning in 1954, banks have charged lower interest 
nestic able resources. rates on loans and advances. Effective bank interest rates 
entail In the monetary field, there were encouraging indica- | were reduced from 16 per cent (12 per cent plus 4 per 
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tions of an increased willingness of the public to hold 
drachmas, although the situation still calls for the utmost 
vigilance. In 1954 private deposits with commercial banks 
increased more rapidly than the currency circulation, and 
the ratio of gross national product at current prices to 
money supply fell below the 1953 ratio. The velocity of 
deposit money also appears to have fallen. Domestic 


cent commission) to 12 per cent (10 per cent plus 2 per 
cent commission) as of January 1, 1954, and to 10 per 
cent (9 per cent plus 1 per cent commission) as of 
January 1, 1955. The reduction, coupled with the increase 
in commercial banks’ own resources and perhaps with a 
larger reinvestment of profits in enterprises, seems to 
have caused a decline in the demand for credit. In fact, 


ition, prices increased gradually and to a relatively limited there are indications that interest rates in the free money 
onthly ore : : 

extent. Wholesale prices increased some 6 per cent, the = market, on absolutely secure advances, registered a grad- 

cost of living by 7 or 8 per cent, and retail prices by ual decline. However, these trends have recently ceased, 

mndon, about 3 per cent. Price increases in the first half of the under the influence of seasonal and other factors. The 
















year should perhaps be ascribed to wage adjustments as 
well as to a full manifestation of the effects on the price 
level of the 1953 devaluation of the drachma. In the 
latter part of 1954 and early months of 1955, domestic 
prices of raw materials and semifinished goods were 
affected by world price increases of basic industrial goods 
and transportation costs. Thus the rise of Greek prices 
last year chiefly reflected higher monetary costs of pro- 
duction. However, the upward adjustment of prices and 
incomes in 1954 entailed an increase in effective demand 
and also gave rise to expectations for further increases. 
The rise in currency circulation amounted to 475 million 
drachmas. The main inflationary forces were the exten- 
sion of credit to the private sector, additions to official 
exchange reserves, official purchases of wheat under a 





demand for credit has increased again and free interest 
rates have risen. 

Outstanding bank credit to the private sector expanded 
by 35 per cent in 1954. Credit to agriculture increased 
by some 30 per cent and credit to trade and industry by 
36 per cent. Even when credit granted to industry in 
connection with offshore orders is excluded, commercial 
and industrial credit rose by 30 per cent, while the in- 
crease in national income (other than from agriculture) 
was not higher than 16 per cent. In addition, trade and 
industry received substantial credits from foreign sup- 
pliers. Therefore, even after account is taken of the 
domestic and foreign price increases, the extent of credit 
expansion in 1954 should be regarded as adequate to 
assure production at a higher level and marketing of the 
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larger product. The appearance of difficulties in the credit 
mechanism should therefore be ascribed either to an 
inappropriate use of new credits or to excessive business 
expansion. There are indications that excessive inven- 
tories of certain commodities are being built up by in- 
dustry and trade. Such inventories are a burden to both 
business and the market, and they should be liquidated, 
in certain instances, at reduced prices. New credits to 
make possible their maintenance would only serve to 
postpone the needed solution and would perhaps ulti- 
mately intensify the difficulty. The Governor stated that, 
until the inflow of private savings into commercial banks 
assumes sufficiently large proportions, quantitative credit 
restrictions are a necessity. The volume of bank credit 
financed from all available sources should be given 
careful attention by the monetary authorities. The au- 
thorities should take all possible measures to assure 
appropriate allocation of credit among the various possi- 
ble uses, particularly as general conditions would permit 
a gradual slackening of quantitative credit restrictions by 
productive branches. In granting loans and advances, 
the bank should apply the following principles: Invest- 
ment of entrepreneurs’ own funds should be adequate and 
as large as possible; the risk of losses should be clearly 
understood to be the entrepreneurs’ responsibility; the 
nature of the enterprise should be such as to assure 
prompt repayment of the debt; any financing based on 
social grounds should be excluded; credit facilities aiming 
at the maintenance of excessive inventories should be 
ruled out. 


The Governor stated that efforts are being made to 
reshape relations between the Agricultural Bank and co- 
operative organizations, and thus make possible a sys- 
tematic policy of medium-term credits to farmers. The 
gradual concentration and mobilization of small savings 
of the rural population is another objective of primary 
importance, to be sought by the combined efforts of the 


Agricultural Bank and the farmers’ cooperative societies. 


The effects of the 1953 devaluation of the drachma 
were strongly evident in the 1954 balance of payments. 


Exchange receipts were $42 million (15 per cent) greater 
than in 1953 and $95 million (50 per cent) above those 
in 1952. On the assumption that domestic stability and 
a high level of economic activity abroad will be main- 
tained, the larger part of these increases should be re- 
garded as permanent. The export of industrial articles, 
however, continued ‘to be inadequate, although in view 
of the narrow domestic market, expansion of industrial 
exports is essential for further industrial development. 
On the other hand, the increase of exchange receipts from 
tourism (164 per cent between 1952 and 1954) was par- 
ticularly marked. Payments for imports were higher in 
1954 than in 1953 for various reasons: payment of a 
substantial part of imports effected in 1953; the increase 
in the demand for imports as a result of higher money 
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incomes and the change in the composition of the na- 
tional product that resulted from a greater industrial 
output which, much more than agriculture, is dependent 
on foreign sources of supply; and the smaller wheat 
harvest, which entailed wheat imports some $14 million 
higher than in 1953. Since the increase in exchange 
payments exceeded the increase in current exchange 
earnings, the balance of payments deficit on current 
account rose to $59.5 million. A serious reduction of 
monetary reserves was avoided only by the utilization of 
U.S. aid carried over from previous years. But since the 
carry-over of such aid, as well as war reparation claims, 
will be exhausted shortly, the external deficit should be 
brought into proportion with current allocations of U.S. 
aid (which will be needed to finance part of defense 
expenses) and other possible extraordinary resources. 
This means that further increases in imports would be 
dangerous unless accompanied at least by corresponding 
increases in exchange earnings. During the last two 
years, imports were not only freed from quantitative 
restrictions; in addition they were encouraged by the 
credit policy and the inadequate adjustment of tariffs 
to postwar conditions. Part of the policy of freedom to 
import is to control (through measures in the credit, 
fiscal, and customs duties fields) both the level and the 
direction of effective demand in such a way that luxury 
or less essential imports will be reasonably contracted, 
while at the same time the inflow of essential goods will 
be left unimpeded. It was within the framework of this 
policy that the Government modified last February the 
procedures relating to imports (see this News Survey, 
Vol. VII, p. 263). These modifications are intended in- 
directly to subject imports to a more systematic and 
complete control and to prevent the utilization of the 
inadequate credit resources for placing orders abroad 
and the subsequent financing of internal marketing of 
import goods of a less essential nature. Also, they were 
designed to eliminate the privileged position which, in 
certain instances, foreign suppliers’ credits were affording 
to imported commodities at the expense of domestic pro- 
duction. The Governor stated that, although the abolition 
of quantitative import restrictions led to increased pro- 
ductivity in Greece, a certain degree of protection is still, 
at the present stage of the country’s economic develop- 
ment, needed against competition from foreign enter- 
prises functioning under much more favorable technical, 
economic, and financial conditions. The benefits expected 
from unlimited free trade cannot exist for the economical- 
ly weak countries if they are condemned to low levels of 
production, income, and employment. Between the two 
methods of protecting domestic production, customs duties 
and quantitative import restrictions, customs duties pre- 
sent greater advantages. On the other hand, excessive pro- 
tection involves serious economic dangers, particularly in 
view of the need to promote the export of industrial goods. 





INTER 


The 
brium 
parasi 
term 
soluti 
devel 
large 
tion, 
produ 
resou. 
able | 
comp: 
suppl 
Gover 
achie’ 
There 
that ': 
raisin 
facto 
contri 


depen 


Sterlin 
Du 


its ea 
3% ce 
the U 
for st 
grour 
cents, 
Sw F 
mark 
possil 
more 
Equa 
seaso 
sterli: 
uneas 
prosp 
ered | 


at $2 


Sourc 


millic 
Whil 
avera 
in th 


INTERNATIONAL FINANCIAL News Survey, May 20, 1955 


The Governor further stated that, as economic equili- 
brium is achieved, labor productivity is increased, and 
parasitic employment is eliminated, the economy’s long- 
term problems emerge more clearly, calling for urgent 
solution. This solution can be provided only by economic 
development—specifically, the construction of certain 
large basic projects and small agricultural, mainly irriga- 
tion, projects of importance for rapid increases in the 
production of foodstuffs and raw materials. The domestic 
resources which now exist or may shortly become avail- 
able for the financing of investments are inadequate in 
comparison with requirements and they will have to be 
supplemented by extraordinary means from abroad. The 
Governor stressed that real economic growth can be 
achieved only in an environment of economic stability. 
There should also prevail among the public the belief 
that successful efforts for developing the’ economy and 
raising the standard of living are being made, and that 
factors to frustrate these efforts are always kept under 
control. The maintenance of economic stability does not 
depend only on the activities and policies of the central 


Europe 


Sterling Exchange Rates 


During the week ended May 12, sterling lost some of 
its earlier firmness in international markets. A fall of 
¥% cent, to $2.7954, brought the official spot rate against 
the U.S. dollar to the lowest level in several weeks. Rates 
for sterling against several European currencies also lost 
ground, the rate against Dutch guilders falling by 114 
cents, to f. 10.62%, and against Swiss francs by 1 cent, to 
Sw F 12.26%. Transferable sterling in the New York 
market moved from $2.77% ¢ to $2.7714,. It is considered 
possible that the weaker turn in sterling would have been 
more pronounced but for support from the Exchange 
Equalization Account. The adverse turn may be partly 
seasonal, reflecting a downturn in overseas purchases of 
sterling area commodities, but it may also reflect some 
uneasiness abroad over U.K. labor disputes and election 
prospects. In New York on May 16 sterling had recov- 
ered some of the ground lost, spot sterling being quoted 
at $2.791%4 4 and transferable sterling at $2.7714. 
Sources: The Financial Times, May 12, 1955, and The 

Economist, May 14, 1955, London, England; 
The Journal of Commerce, New York, N.Y., 
May 17, 1955. 


U.K. External Trade 
U.K. exports in April fell by £15.5 million, to £244.8 


million, mainly because April was a short working month. 
While the April total was slightly lower than the monthly 
average for the first quarter, the average value of exports 
in the first four months of 1955 remained 10 per cent 
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bank. Close cooperation is necessary between the Gov- 
ernment and the bank of issue and various social groups. 
Economic stability is affected by the competition of these 
groups for higher monetary incomes; if this increases 
money incomes and effective demand, prices inevitably 
rise. Then, no group except the speculators can improve 
its standard of living; at the same time, the economy suf- 
fers heavy losses, owing to the decline in the value of its 
assets expressed in domestic currency and to shaken 
confidence. 


The Greek Government has always made clear its sin- 
cere intention of settling its prewar indebtedness. Par- 
ticularly with regard to foreign debts, the Governor stated 
that it would be necessary—after due account is taken of 
the nature and extent of Greece’s budgetary and external 
difficulties as well.as of, the, urgent, need, for. economic 
development—to agree upon a settlement realistic enough 
to be permanent. 


Source: Bank of Greece, Report of the Governor for the 
Year 1954, Athens, Greece, 1955. 


higher than in the same period of 1954. Imports in April 
fell by £47.2 million, to £318.1 million, which was 5 per 
cent less than the first quarter average. In the first four 
months of 1955, the average value of imports was 20 per 
cent higher than in the same months of 1954, but the 
average for the first quarter had been 23 per cent higher. 
With re-exports at £8.3 million in April, the visible trade 
deficit fell by £27.5 million, to £65 million, compared 
with an average monthly deficit of £77 million in the 
previous three months and of £40 million in the first 
quarter of 1954. Exports to North America in April, at 
£26.2 million, were only slightly under the March figure, 
and were nearly 11 per cent higher than the first quarter 
average. Shipments to the United States fell by £0.9 mil- 
lion, to £14.8 million, but shipments to Canada rose sea- 
sonally by £0.7 million, to £11.4 million. 

Source: The Economist, London, England, May 14, 1955. 


U.K. Money and Credit Position 


In the past three months, for the first time in a quarter 
of a century, the task of meeting a threat to U.K. finan- 
cial equilibrium has been entrusted to monetary weapons 
alone. The latest monthly figures of the London clearing 
banks suggest that the new monetary restraints are work- 
ing strongly and with increasing efficacy. In the four 
weeks to April 20, the rise in net bank deposits was only 
one tenth the rise in the same period last year; and in 
the three months after mid-January they fell by £328 
million, compared with a decrease of only £144 million in 
the corresponding period in 1954. The deterrent of high- 
er interest rates to borrowers has not been a major 
influence in this change of trend. In the three-month 





360 


period this year, bank advances rose by £175 million— 
nearly £100 million more than in the similar period last 
year—and in April 1955 alone the rise was £44 million, in 
contrast to £12 million in April 1954. This indicates that 
the force of monetary restraint has been exerted by its 
impact on the banks themselves rather than on borrowers 
from them. 

Pressure on the banks has been applied through their 
liquidity ratio—the ratio of cash, call money, and bills 
to deposits—conventionally maintained at 30 per cent. 
To relieve the pressure on this ratio which has persisted 
since January, the banks have sold investments to an 
unprecedented extent. Portfolios have been reduced by 
£133 million over the three months, and by almost £64 
million in April alone. The pressure on liquidity ratios 
in January-February was a reflection of the normal sea- 
sonal movement of tax funds into the Exchequer. But, 
following the second rise in Bank Rate to 41% per cent in 
February, a further influence developed unforeseen 
strength. This was the exceptional attractiveness to large 
holders of liquid funds of Treasury Bills at rates around 
334 per cent, in comparison with bank deposits yielding 
a maximum of 2!% per cent. The process of switching 
from deposits into bills by business and personal inves- 
tors reduced both deposits and liquid assets and has 
become the most powerful force keeping monetary policy 
effective and also the largest source of pressure on the 
market for government securities. While the demand 
for bills, swollen by overseas purchases, has depleted 
market portfolios and sometimes forced market rates 
below the weekly allotment rates, the authorities’ tight 
rein upon credit supplies in the money market and fears 
of a higher Bank Rate have led to a rise in the Treasury 
Bill tender rate to over 34, per cent. At the same time, 
the supply of bills at the weekly tenders has been only 
half last year’s supply (although the Treasury’s domestic 
deficit has been larger), mainly because of much smaller 
purchases of gold and dollars by the Exchange Equaliza- 
tion Account. 

In present circumstances, it will not be necessary to 
use monetary weapons more vigorously in order to make 
them more effective. Fresh demands for advances are 
likely to follow the hiatus in industrial new issues, but 
the banks will probably soon be forced to scrutinize ap- 
plications more closely. Holdings of short-dated invest- 
ments must be nearing exhaustion, and sales are becoming 
more difficult and more costly. Restraints on advances 
will relieve some of the direct pressure on the gilt-edged 
market, but the market will suffer indirectly from an 
over-all tightening of business liquidity. Alternatively, 
the banks may attempt to attract deposits by offering 
higher deposit rates. In that event, in order to maintain 
a tight liquidity position, the authorities may have to put 
direct pressure on the gilt-edged market. 


Source: The Economist, London, England, May 7, 1955. 
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Belgian-Luxembourg Exchange Regulations 


The Institut Belgo-Luxembourgeois du Change (Bel- 
gian-Luxembourg Exchange Office) has announced fur- 
ther changes in the exchange regulations of Belgium and 
Luxembourg (see this News Survey, Vol. VII, p. 318). 
As of May 1, 1955, authorized banks and dealers in 
Belgium-Luxembourg were authorized to deal for their 
own account on the free market in Belgium-Luxembourg; 
however, the use of the free market is restricted mainly to 
noncurrent transactions. 


As of May 16, 1955, BLEU residents were authorized 
to purchase directly abroad securities (including dollar 
securities) and to hold such securities abroad under their 
own cover. Previously, BLEU residents could purchase 
securities abroad only through the intermediary of an 
authorized dealer or bank, and had to hold securities 
abroad through a dealer or a bank. It should be noted 
that only the authorized dealers or banks are allowed to 
carry out the importation or exportation of securities. 

In its communiqué, the Institut Belgo-Luxembourgeois 
du Change states that the new measures permit BLEU 
residents to invest freely abroad in foreign securities. 
Source: La Libre Belgique, Brussels, Belgium, May 14, 

1955. 


Belgian Government Loan 


Subscriptions to a 20-year 4 per cent Belgian Govern- 
ment loan, issued in April and offering an average yield 
of 4.5 per cent to investors, totaled BF 6,565 million 
(US$131.3 million). Another Belgian loan of 100 mil- 
lion guilders (US$26.3 million) issued in the Netherlands 
at the end of March 1955 (see this News Survey, Vol. VII, 
p. 302) was greatly oversubscribed. 

Sources: Agence Economique et Financiére, Brussels, 


Belgium, March 31, April 6, and May 7, 8, 
and 9, 1955. 


Swiss Measures Against Capital Influx 


In order to slow down the inflow of foreign capital, 
the Swiss Association of Bankers has requested banks 
to accept transfers from abroad in excess of Sw F 50,000 
(US$11,700), only on condition that notice of such trans- 
fers is given two months in advance and that no interest 
is paid on the deposits arising from them. The Swiss 
bankers have voluntarily agreed to the request. A similar 
gentlemen’s agreement had been in force for some time 
during 1950. 

The Banque Nationale de la Suisse (Switzerland’s cen- 
tral bank) has requested the large banks, as well as the 
cantonal banks, the local banks, and private banks, to hold 
minimum cash reserves with the central bank. These 
reserves will be expressed as a percentage of the banks’ 
liabilities; the percentages will be 3.5 per cent for the 
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large banks and 2.5 per cent for the other banks. In 
practice, the banks have held balances with the central 
bank, the amounts being equal to or larger than the 
voluntary reserve requirements that have now been offi- 
cially instituted. 


Source: Agence Economique et Financiére, Paris, France, 
May 8, 1955. 


Developments in Norwegian Capital Market 


After the increase in the discount rate on February 14, 
the Norwegian Government issued a 4 per cent, NKr 400 
million, 20-year loan, which was oversubscribed. The 
Norwegian Iron Works offered for public subscription a 
government-guaranteed loan of NKr 60 million, with 
interest at 4 per cent. Of this loan, NKr 46 million was 
subscribed; the rest had to be taken up by the under- 
writers. The Government offered the banks a 3-year, 
234 per cent, NKr 100 million loan, but only NKr 90 
million has been subscribed. A premium bond loan of 
NKr 75 million has been sold publicly. 


In recent weeks, the market has shown some weakness. 
The Iron Works loan was quoted at 9914 on May 6 and 
the 4 per cent government loan at par. 


A number of additional loans are expected to be floated 
in the near future, the proceeds to be used for develop- 
ment of hydroelectric power plants. 


Sources: Norges Handels og Sjofartstidende, Oslo, Nor- 
way. May 6 and 7, 1955. 


Swedish Economic Policy 


When introducing the debate on economic affairs in the 
Riksdag, Sweden’s Minister of Finance stated that the 
Government was not planning to take any measures other 
than those already announced regarding credit policy, 
the increase in taxation of profits, and the encouragement 
of voluntary saving. He pointed out that the Govern- 
ment’s decision to toughen its economic policy had been 
dictated by the threat of an inflationary excess of demand 
as a result of the recent wage settlements (see this News 
Survey, Vol. VII, p. 335). According to the revised na- 
tional budget figures, the incomes of wage earners are 
estimated to have increased by 8 to 10 per cent between 
1954 and 1955. If the rise in the incomes of other groups 
is also taken into account, the increase in income retained 
after payment of tax amounts to SKr 2,300 million 
(US$445 million). As a result of the inevitable price 
rises, the average general price level in 1955 is expected 
to be 2 per cent above the 1954 average; this means, in 
view of the price stability last year and in the first quar- 
ter of this year, that prices in the fourth quarter of 1955 
will be some 4 per cent higher than at the beginning of the 
year. The effect of this rise will be to reduce the real 
increase in net incomes to SKr 1,800 million, but this 
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would still be sufficient to raise private consumption in 
real terms by about 7 per cent. 


The other main element in private demand—investment 
in buildings, plant and machinery, etc.—has also in- 
creased. The expected growth of private investment this 
year is put at SKr 450 million. Production is now ex- 
pected to rise by 414% per cent, or SKr 2 billion, against 
31% per cent (SKr 1.5 billion) in the original national 
budget. Export prices have risen somewhat more sharply 
than import prices, and the resulting improvement in the 
terms of trade will benefit the national economy by about 
SKr 200 million. Nevertheless, the increase in private 
demand threat2ns to exceed the expansion in resources 
by about SKr 1 billion. In these circumstances, the 
Government his considered it necessary to take steps to 
ensure that deriand is held within the limits permitted by 
the available »esources in order that inflationary price 
increases, beyond those inevitably caused by the wage 
settlements, mz y be prevented. 


The Finance Minister added that he personally would 
have preferre| to have the surplus purchasing power 
drawn off by :. compulsory savings scheme, which would 
have affectedt je public as well as business. However, the 
choice did notJie simply between the tightening of credit 
and compulsory savings; even if the latter method had 
been chosen, credit policy would still have had to be 
brought into play. 


Source: Svenska Dagbladet, Stockholm, Sweden, April 30, 
1955. 


Swedish-Argentine Trade 


The Swedish-Argentine trade negotiations, which have 
been taking place in Buenos Aires for the past month, 
have been broken off without any agreement being 
reached. For some time past, trade between Sweden and 
Argentina has been at a low level. Swedish imports from 
Argentina have been hampered by the 7 per cent addition 
to the price (over and above the sterling quotation) which 
the Argentine authorities apply to most exported goods 
when payment is effected in Swedish kronor. Therefore, 
questions relating to prices have been in the forefront of 
the discussions. The latest Swedish-Argentine trade agree- 
ment was extended on February 28, to remain in force 
until the end of May. 


In April, Sweden and Argentina concluded a trans- 
action outside the trade agreement calling for Swedish 
exports of 40,000 tons of woodpulp, valued at about 
SKr 30 million (US$6 million). Half of the payment 


will be made in U.S. dollars and half in a West European 
currency. 


Sources: Svenska Handelsbanken, Index, Stockholm, 


Sweden, April 1955; Norges Handels og 
Sjofartstidende, Oslo, Norway, April 4, 1955. 





Far East 
Adoption of Decimal Coinage in India 


The Minister for Revenue and Defense Expenditure has 
introduced a bill in the Lower House of the Indian 
Parliament to amend further the Indian Coinage Act. 
The object is to introduce the decimal system of subsidi- 
ary coinage, to replace the present system. Under the 
bill, the rupee would continue to be the standard coin; 
it would be divided into 100 cents, and coins in denomi- 
nations of cents would be issued. The coins now in use 
would continue to be circulated for some time, but pro- 
vision has been made for converting them into cents. 


Source: Embassy of India, /ndiagram, Washington, 


D. C., May 10, 1955. 

India’s Export of Cotton Textiles 

In 1954 India became the second largest exporter of 
cotton cloth in the world, while Japan retained the first 
position for the second year in succession. India ex- 
ported 898 million yards of cotton cloth, compared with 
701 million yards in 1953. The 1954 figure does not 
include handloom fabrics, the exports of which amounted 
to 58 million yards. The target of 1,000 million yards 
allotted to India at the Buxton Textile Conference has 
thus been nearly attained. Japan’s exports in 1954 
amounted to about 1,300 million yards, which was a post- 
war record, but was still about half the pre-1938 average. 


As late as 1950, most of India’s cloth exports went to 
Singapore or Burma. These markets are now becoming 
relatively unimportant, and Africa is taking their place. 
Great Britain has become India’s most important single 
buyer. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, April 30, 1955. 


Indian National Income 


The national income of India, according to the Cen- 
tral Statistical Organization’s latest annual paper on 
national income, was Rs 106.00 billion (US$22.26 bil- 
lion) in 1953-54, compared with Rs 98.60 billion in 
1952-53 and Rs 99.90 billion in 1951-52. The per capita 
income was Rs 283.9 ($59.6) in 1953-54, Rs 267.4 in 
1952-53, and Rs 274.5 in 1951-52. The estimates for 
1952-53 were based on the detailed methods of estima- 
tion followed for earlier years. The estimates for 1953-54, 
however, were based on partial data and are subject to 
revision. 

The national income in 1952-53 was 1.3 per cent less 
than that in 1951-52. At constant prices, however, it in- 
creased by 3.9 per cent between 1951-52 and 1952-53, and 
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by 4.5 per cent between 1952-53 and 1953-54. The cor- 
responding increases in per capita income in real terms 
were 2.5 per cent and 3.3 per cent, respectively. On the 
whole, between 1948-49 and 1953-54 per capita income 
at constant prices rose by about 8 per cent. 


Source: The Times of India, Bombay, India, April 26, 
1955. 


Discovery of Manganese Ore in Thailand 


The discovery of a high-grade pyrolusite (manganese 
ore) in Thailand has been reported. The ore contains 
62.2 per cent of manganese (equivalent to 98.05 per cent 
manganese dioxide). A survey by the U. S. Bureau of 
Mines in 1951 quoted a percentage of 60-62 per cent in 
Greece as being at that time the highest in the world. 
High-grade pyrolusite is needed for production of dry 
cell batteries, hydroquinone (for film development), and 
potassium permanganate (as an alloy for steel produc- 
tion). 


The United States consumes over 1.5 million tons of 
manganese ore yearly, of which 1.3 million tons has to be 
imported. The U.S.S.R. has the richest manganese de- 
posits, but the percentage there is between 41 and 48. 


Source: The Bangkok Post, Bangkok, Thailand, March 5, 
1955. 


Taiwan's Foreign Trade 


According to the Bank of Taiwan’s exchange settle- 
ments data, Taiwan’s foreign trade in the first quarter 
of 1955 showed a surplus of US$12 million, compared 
with a surplus of $0.5 million in the corresponding period 
of 1953 and a deficit of about $8 million in the corre- 
sponding period of 1954. In the three months’ period 
this year, total exports were $31 million, and imports 
about $19 million, excluding U.S. aid. The improved 
trade position is thought to be the result of the new 
program of trade expansion. 


Source: Chinese News Service, Press Release, New York, 


N. Y., May 3, 1955. 


Japan's Shipbuilding Program 


The Ministry of Transportation of the Japanese Gov- 
ernment announced on April 19 that its shipbuilding 
program for the fiscal year 1955 (April 1955-March 1956) 
provides for the construction of between 185,000 and 
189,000 gross tons of vessels: 68,000 gross tons of regular 
service freighters, 67,000 gross tons of tramp freighters, 
and 50,000-54,000 gross tons of oil tankers. 


For this program, about ¥ 11.4 billion, or some 80 per 
cent of the total required, will be loaned to the ship- 
building firms by the Government through the Develop- 
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ment Bank of Japan; the remaining 20 per cent will be 
financed by the city banks. The Government will also 
extend loans of about ¥ 4.6 billion through the Develop- 
ment Bank to shipbuilders to complete the shipbuilding 
program of the last fiscal year. 


Sources: Asahi Shimbun, April 13, 1955, and Bank of 
Tokyo, Weekly Review of Economic Affairs in 
Japan, April 30, 1955, Tokyo, Japan. 


Balance of Payments of Indonesia 


Preliminary foreign exchange statistics compiled by the 
Indonesian Ministry of Finance and the Foreign Exchange 
Fund show that the Indonesian over-all payments situa- 
tion improved substantially in 1954. The total deficit on 
account of goods and services and private capital trans- 
actions was only US$38. million (at the current official 
conversion rate of Rp 11.4 = US$1), compared with a 
deficit of $127 million in 1953 and of $313 million in 
1952. The deficit in 1954 was met almost entirely by 
drawing down gold and foreign exchange assets, since 
receipts from official donations (U.S. economic aid 
amounting to about $2 million) and foreign loans ($19 
million) were almost completely offset by foreign debt 
repayments ($20 million). The 1954 decrease of about 
$38 million in net gold and foreign exchange assets may 
be compared with the decreases of $124 million in 1953 
and $227 million in 1952. 

The improvement in the payments situation in 1954 
occurred during the second half of the year, when the 
merchandise trade resulted in a surplus of about $149 
million, against a deficit of about $18 million in the first 
half of the year. For the whole of 1954, the trade surplus 
was thus $131 million, compared with a surplus of $32 
million in 1953 and a deficit of $83 million in 1952. The 
large trade surplus during the July-December 1954 period 
was due to a sharp reduction in imports, owing largely 
to the tightening of import restrictions, from $336 million 
to $227 million between the first half and the second half 
of the year, and a rise in exports, from $318 million to 
$331 million. 

The service items, as usual, showed a large deficit, 
amounting to about $173 million; this included a deficit 
of about $71 million on the investment income account. 
Private capital transactions resulted in a net capital out- 
flow of about $8 million. 


Sources: Bank Indonesia, Bulletin, Djakarta, Indonesia, 
No. 3, August 1954, No. 4, November 1954, 
and No. 5, February 1955. 


United States 
U.S. Industrial Production 


Continuing the rise which began last September, U.S. 
industrial output in April (seasonally adjusted) reached 
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136 per cent of the 1947-49 average, one point less than 
the record high in July 1953. Output of durable goods in 
April rose more than seasonally, while nondurable goods 
production declined less. As in recent months, production 
increases were concentrated in the metal industries; 
average weekly output of steel in early May reached a 
new high. The broadening of the industrial recovery can 
be seen, however, from significant increases in production 
of capital goods, rubber, and chemicals. Production in 
the paper and petroleum refining industries remained 
high. 

Source: The Journal of Commerce, New York, N. Y., 

May 17, 1955. 


U.S. Tariff on Bicycle Imports 


President Eisenhower has deferred action on a recom- 
mendation of the U.S. Tariff Commission for an increase 
in duties on imported bicycles, pending further informa- 
tion. The Commission has been asked by the President 
to report by July 15 whether the bicycle industry has 
shared in the rising level of U.S. economic activity since 
the first of the year. Also, the Commission is to give 
further consideration to reasons why domestic makers 
have continued to produce predominantly balloon tire 
bicycles, in the face of increasing demand for lightweight 
models. 

Source: The Journal of Commerce, New York, N. Y., 


May 12, 1955. 


Latin America 


Honduran Income Tax Law 


A new income tax law increasing tax rates in Honduras 
on both personal and business income was decreed on 
March 31. The law applies to all natural or judicial 
persons domiciled or resident in Honduras whether na- 
tional or foreign, including those holding concessions 
from the Government, regardless of the source of income. 
The tax also applies to merchant ships habitually navi- 
gating in Honduran territorial waters and to income from 
undistributed estates. Nonresidents are subject to pay- 
ment of taxes on income derived from sources within 
Honduras. 

Specifically exempt from income taxation are the na- 
tional and local Governments, officially recognized chari- 
table institutions, nonprofit religious, scientific, cultural, 
athletic, and political organizations, the Church, diplo- 
matic and consular corps, labor unions, and professional 
societies. 

The newly created General Administration of Direct 
Taxation will have jurisdiction over the administration of 
the income tax law and must approve amounts for depre- 
ciation, amortization, depletion, consumption, and de- 
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struction of property and goods. It is empowered to 
establish an income tax withholding system for salaried 
taxpayers. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., May 16, 1955. 


Export-Import Bank Loan to Paraguay 


The Export-Import Bank of Washington announced 
on May 13 the signing of an agreement with the Corpo- 
racion de Obras Sanitarias de Asuncién and the Republic 
of Paraguay, formally establishing a $7 million credit to 
assist in financing the U.S. dollar costs incident to the 
development of a water supply system in Asuncién. 

Since September 1954 when this credit was authorized 
(see this News Survey, Vol. VII, p. 95), Paraguay has 
created by public law the Corporacién de Obras Sani- 
tarias de Asuncion, which is charged with the task of 
planning, constructing, and operating the proposed water 
supply system. The new corporation is an autonomous 
governmental body with its own capital resources. Since 
it was formed, it has had a U.S. engineering firm make 
a study and report on the scope and estimated cost of 
the system. This report confirms the feasibility of the 
project and, because of the recent rapid growth of the 
city, proposes a supply of 15 million gallons per day to 
serve about 135,000 people residing in the centrally de- 
veloped area of the city. The new system will make 
potable water, obtained from the Paraguay River, avail- 
able at reasonable cost to over half the city’s population, 
estimated at about 250,000. It will also provide sufficient 
water to permit extensions to new areas of the city as 
they are developed to the point where public distribution 
is economically justified. 


The system will include a river intake, water treatment 
plant, and distribution network. It is estimated that the 
$7 million credit will cover the dollar costs for U.S. 
equipment, materials, supplies, and services incident to 
the engineering. construction, and initial operation of the 
system. The Paraguayan currency required for local 
labor, materials, and supplies is estimated at a little less 
than 130 million guaranies. 

The credit will be available until June 15, 1958, and 
the loan will be repayable over a period of 20 years. 


commencing in 1959. Interest will be at the rate of 5 per 
cent. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., May 13, 1955. 


Other Countries 
Australia’s Balance of Payments 


Australia’s balance of payments showed a deficit on 
current account of £A 96 million in the second half of 
1954, whereas in the corresponding period of 1953 there 
had been a surplus of £A 54 million. The deterioration 
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was due to adverse trade developments: exports declined 
by £A 71 million and imports increased by £A 75 million. 
The balance on invisible items showed little change. 





The fall in the value of exports was due mainly to lower 
exports of wool and sheepskin; wheat exports also fell, to 
£A 30 million from £A 36 million in July-December 1953. 
Exports of other foodstuffs, as a whole, were about the 
same as in the second half of 1953, increases in exports 
of butter and meats being offset by decreases in other 
items, particularly sugar and barley. The over-all export 
price index was 9 per cent lower in the second half of 
1954 than in the corresponding period a year earlier, 
principally as a result of a decline in wool prices. 









The current account deficit with the dollar area almost 
doubled between the two half-years and that with the 
sterling area more than quadrupled. While the current 
balance with other countries remained favorable in the 
last six months of 1954, the surplus was much smaller 
than in July-December 1953. 


Source: The Financial Times, London, England, May 10, 
1955. 


Australian Wool Sales 


Wool prices in Australia weakened very slightly at the 
first sales after Easter. For the nine months ended March 
1955, the sale of 3 million bales realized £A 271.8 mil- 
lion at an average price of 73.17 Australian pence per 
pound. In the same period last year, 3.14 million bales 
were sold at an average price of 83.33 pence per pound, 
and total receipts were £A 321.5 million. 


Source: Bank of New South Wales, Review (Wool Notes), 
Sydney, Australia, April 29, 1955. 






















































































Fund Alternate Executive Director 


Mr. Ching-Yao Hsieh, formerly Assistant General Man- 
ager of the Banking Department, Central Bank of China, 
has been appointed Alternate Executive Director of the 
Fund for China, as of June 1, 1955. He succeeds Mr. 
Kuo-Hwa Yu, who has resigned to return to Taiwan as 
General Manager of the Central Trust of China. 
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